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ONE HUNDRED AND FIFTY-NINE STORES AS AT JANUARY 31, 1975 
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DIRECTORS’ REPORT TO THE SHAREHOLDERS 


The fiscal year ended January 31, 1975 recorded the greatest sales and profit in the fifty-five 
year history of the Company. 

Sales for the year were $47,804,609 as compared with $35,947,922 the year previous — an 
increase of 33%. Income before provision for income tax was $6,078,183 as compared with 
$5,021,423 — an increase of 21%. Net income was $2,878,183 as compared with $2,456,423 — an 
increase of 17%. Earnings per share were $.95 as compared with $.81. 

The increase in net income did not keep pace with the increase in pre-tax profit due to the 
10% corporate surtax of some $173,000 — the equivalent of $.06 per share. 


The year was again one of substantial physical growth. We concluded the year with one 
hundred and fifty-nine stores, having opened thirty-two stores, twenty-four Peoples and eight 
Guild, and closed in January 1975 the remaining five leased departments bringing to an end our 
operations in this area. 

This very substantial physical growth required an investment in furniture and fixtures, leasehold 
improvements, and other fixed assets, of some $3.3 Million, and a further $4 Million in base 
inventory, for a total of some $7.3 Million. This amount was paid out to Canadian manufacturers of 
furniture, fixtures, and other equipment, to Canadian labour engaged in the construction of the 
leasehold improvements, and in the main to Canadian manufacturers of Canadian goods employing 
Canadian labour. The thirty-two stores in addition provide for the direct employment of some 
300 people. 

As previously reported the Company and the Toronto Dominion Bank each have a 50% 
interest in Torcred Developments Limited which has now completed the erection of a fifteen storey 
office building in Regina, Saskatchewan. The building is fully leased with the ground floor providing 
for the main branch office of The Toronto-Dominion Bank in Saskatchewan, and a magnificent store 
for Mappin’s-MacKenzie Jewellers. 


During the year, the Company placed a new fourteen year 936% debenture in the amount of 
$8 Million with the Prudential Insurance Company of America and repaid the previously outstanding 
debenture with them. The Company received $7 Million in September 1974 and the remaining $1 
Million after the year-end in February, 1975. These funds were used to reduce the Company’s bank 
borrowings, substantially strengthening its financial position. 

Subsequent to the year-end, the Company entered into an agreement with a Canadian 
Chartered Bank whereby the Bank will provide a ‘private label charge card service’ for the 
Company’s retail store customers and will purchase the Company’s retail store accounts receiv- 
able. This new service will provide the Company with one of the most modern and efficient credit 


facilities of any retail organizati 


ebruary 1975, Mappin’s, by special arrangement with Cartier Jewellers of Paris, France, 
opened in Toronto a unique Boutique for the sale of Cartier Jewellery. The initial response to this 


new venture has been most enthusiastic-—— 


Nuary 1975, the Secretary of the Company, Mr. Irwin Koffman retired after faithfully 
serving the Company for fifty-two of the fifty-five years that it has been in existence. During those 
fifty-two years he has seen the Company grow from its very smallest beginnings to its present 
stature, and faithfully served in every area of its activity. His integrity and his dedication to all 
facets of the Company’s activities made him a tower of strength in the early years to Mr. Frank 
Gerstein, the founder of the Company, and in subsequent years to his sons and grandson who 
followed as Chief Executive Officer. “Koff carries with him the admiration, respect, and well 
wishes of the thousands that were associated with him over those years. 

The Board of Directors appointed as Secretary of the Company, Mrs. Phyllis McAllister, who 
has served the Company faithfully and well for forty-seven years. Also appointed were three Vice- 
Presidents, Mr. Donald E. Bridgman, Vice-President, Store Planning, Mr. C. Craig Cole, Vice- 
President, Operations, Peoples Stores Division, and Mr. Donald F. Dawe, Vice-President, Marketing. 
These new appointments will further strengthen our corporate structure and provide for its 
continued growth and expansion. 

| ended my report to the shareholders last year on a note of confidence. At this point of time 
| can again report that our experience in the first months of our current fiscal year shows continued 
growth in sales from comparable stores as well as from new stores and | have every confidence 
that the current year will again show continued growth in both sales and net income. 


Respectfully submitted on behalf of the Board. 


BERTRAND GERSTEIN 
Chairman of the Board 


Toronto, April 4, 1975. 


ASSETS 


CURRENT ASSETS 


TNO MUTANS) [ASKOVSINTEVONIGS (UMOMKEY PA) ose con acc cace capa opanacotenansnseeiesctorenaeatiuronosenoue 


Merchandise, valued at cost or net realizable 


value) whicheversis) theslOWen scenic cece cee eeeer eee nereenees 


Prepaid expenses .......... Taree Sno ANG) 15 eet aa eee ee 


=O bier JE WG 


(Incorporated un 


and Subsidi« 


CONSOLIDATED BALANCE 


TOTAL CURRENT ASSETS 
LOANS TO EMPLOYEES (note 7) ... 


INVESTMENT IN TORCRED DEVELOPMENTS LIMITED (note 6) 


FIXED ASSETS (note 3) 

Buildings its. aees. Seed ote Serr nr ee ree 
Furniture and fixtures 
AutOMmODIIES jenna eer eer in see cares 

TOTAL — at cost 


LESS: Accumulated depreciation .............. 


Land, at cost 


Leasehold improvements, at cost less amortization 
TOTAL FIXED ASSETS . 


On behalf of the Board 


Bertrand Gerstein, Director 


Marvin Gerstein, Director 


1975. 1974 
$ 79,412 $ 70,592 
6,623,008 6,996,311 
19,818,599 13,421,559 
150,546 51,431 
26,671,565 20,539,893 
487,728 245,564 
~ 300,000 300,000 
3,666,384 3,557,971 
9,252,789 7,432,239 
106,305 87,465 
13,025,478 11,077,675 
5,993,489 5,280,451 
7,031,989 5,797,224 
1,614,032 1,614,032 
3,232,520 2,145,445 
11,878,541 9,556,701 
$39,337,834 $30,642,158 


(the accompanying notes are a 
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ET AS AT JANUARY 31, 1975 
igures for 1974 


LIABiLITIES 


CURRENT LIABILITIES 


Bank indebtedness:(note 2) nn. .:. een eeaese ee 


AGCOUMISs DAV ablG were esac uel Re ate eree Geet tee 
Income and other taxes payable ow... ees 


DIVICICNOS sav ADO preteen cet ater cee ete tonic. ketone eee re 


Instalments on long-term debt due within one year .. 
TOTALSCGURRENT LIABILITIES 3. ae 
DEFERREDIINGOMESTAXES Wisden sericea sudo aaecdhoeen 
LONG-TERM DEBT (note 4) oo...occccccccccccceceeeeeeseeesveees 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 5) 
AUTHORIZED: 


6% cumulative redeemable preferred shares, 
each of $100 par value ......... ME ce nO eas 


Class A non-voting, participating shares without 
invexanitakell @Yr Yovelr WME) os cenaenessoansspoasoncoogantendosnussoonoe 


Common shares without nominal or par value ..... 


ISSUED: 
6% preferred shares (1974 — 3,481) 0... 
Class A shares (1974 — 2,108,100)... 


COMMON ESINAT CS mieten eee a tee eee emer 


RETAINEDEEARNINGS @. ei nretcnn onan cane aren cateacret: 
TOTAL SHAREROLDERS: EQUITY)... 


egral part of these statements) 


SHARES 


2,978 


4,000,000 
2,000,000 


2,978 
2,114,540 
895,600 


1975 


1974 


$ 7,887,444 


$ 7,203,481 


2,047,306 1,746,084 
1,184,390 947,164 
150,507 150,185 
8,000 252,000 
11,277,647 10,298,914 
627,000 390,000 
7,171,283 1,919,387 
297,800 348,100 
1,759,806 1,739,681 
84,233 84,233 
2,141,839 2,172,014 
18,120,065 15,861,843 
20,261,904 18,033,857 
$39,337,834 $30,642,158 
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and Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME 
FOR THE YEAR ENDED JANUARY 31, 1975 


with comparative figures for 1974 


77-1975 1974 
oon 7 
Sales cat astennaeer Pe Re eee SOT Tee ate er ‘$47,804,609) $35,947,922 
Deduct: —* 
Cost of merchandise sold and all other expenses 
except those listed below 0.0.0.0... ees ess: 39,356,540 29,657,577 
Depreciation and amortization ........... See ert ase: NS 1,007,264 727,033 
Interest on long-term debt ........ Re, See wen arr tee 357,526 146,415 
Interest on bank indebtedness ............ ee, Pt ere te 3 ey: 1,005,096 395,474 
41,726,426 30,926,499 
INCOME before provision for income taxes oe 6,078,183 5,021,423 
Provision for income TAX GS roe needs Foe a ea cE CLO A 3,200,000 2,565,000 
NETSINCOME fomihe sve alia cer nanectes acre wie nee ae $ 2,878,183 $ 2,456,423 
Earnings per Class A and Common share (note 5) ........... Lents $.95 $.81 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED JANUARY 31, 1975 
with comparative figures for 1974 
1975 1974 
RETAINED EARNINGS — beginning of year .................... mene se oe $15,861,843 $14,026,038 
Add: 
Net income for the year en teat eT eee ee ee 2,878,183 2,456,423 
18,740,026 16,482,461 
Deduct: 
Dividends — preferred shares ............. Mees heen Meee ee ED 18,215 20,760 
=—-1C|ASSPASSI ANS eee eee tenant eee eee ee ee 422,626 420,738 
—— COMM OMe SL ANC S meee eee tenner tet ae teen nnn ey ee 179,120 179,120 
619,961 620,618 
RETAINED. EARNINGS — end Of Veal an nee eae eee. $18,120,065 $15,861,843 


(the accompanying notes are an integral part of these statements) 
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and Subsidiary Companies 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED JANUARY 31, 1975 


with comparative figures for 1974 


1975 1974 
Funds were provided from: 
Operations: 
Net incomestor the: Vea a... on tan eee cee es ee ee $ 2,878,183 $ 2,456,423 
Add: Expenses which do not require an outlay of funds: 
Depreciation» and amortization’ 2.2 sane eeee eee 1,007,264 727,033 
Deferred Income taxes... tec 4 eee eee sem aneacemnens 237,000 165,000 
4,122,447 3,348,456 
Issue (09-946 Yer Debenturea)..e ys ees ote eee Pee 7,000,000 — 
Less: Repayment of 6%4% Debenture 2.0. eceecccceceeteees 1,740,000 — 
. 5,260,000 _— 
Issue of Class A shares WINGER ODOM hese et eee ce ee 20,125 42,393 
TOTAL FUNDS PROVIDED Be van Werk at cen ea el Sec dias hil 9,402,572 3,390,849 
Funds were applied to: z 
Dividends listen ck eee ee ee en 619,961 620,618 
Purchase of fixed assets (net) acess aha Ree: Aree tee ea 3,329,104 3,888,713 
Loans to employees (Net) sie ere see Bee aE hoe trata 242,164 (102,341) 
Reduction of long-term GeDigerckort Puede tees 0 8,104 251,542 
Redemption, of, pretesredsshareSan 0. sues. cece eee eee 50,300 84,300 
TOTALZEUNDSEAP PEED anew er eee ee 4,249,633 4,742,832 
Increase (decrease) in working capital 2.00... 5,152,939 (1,351,983) 
Working capital — beginning of year oo... cece eceeeeceeeeeeeeeees 10,240,979 I ipoO2-962 
Working capital — end SOF Year ger cc paerdortvs soem arnsen dee aeons $15,393,918 $10,240,979 


(the accompanying notes are an integral part of these statements) 


AUDITORS’ REPORT 
To the Shareholders 
Peoples Jewellers Limited 


We have examined the consolidated balance sheet of Peoples Jewellers Limited and its 
subsidiary companies as at January 31, 1975, and the consolidated statements of income, retained 
earnings and changes in financial position for the year then ended. Our examination included 
a general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated statements present fairly the financial position of the 
companies as at January 31, 1975, and the results of their operations and the changes in their 
financial position for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada Clarkson, Gordon & Co. 
March 14, 1975 Chartered Accountants 


PEOPLES JEWELLERS LIMITED 


and Subsidiary Companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JANUARY 31, 1975 


CONSOLIDATION cork “ee 
The accompanying consolidated statements include the accounts of its subsidiaries, Mappins Limited 
and J. Alex MacKenzie Limited. 

ACCOUNTS RECEIVABLE 

Accounts receivable have been pledged as security for bank indebtedness and are shown net of the 


following: 1975 awe ; 
AllowancemtondoubttulsaGCo tun tsmemememe tester ste reeset crema tere eoatT $332,000 394,00 
Wnearned Serviceschargesa tcc: ne edans cote teeter rarnerre anes ' 347,000 378,000 


FIXED ASSETS AND LEASEHOLD IMPROVEMENTS 
Fixed assets are depreciated as follows: 


Buildings — 5% declining balance 
Furniture and Fixtures — 10% straight-line 
Automobiles — 30% declining balance 


Leasehold improvements are amortized on a straightline basis over the term of the lease plus one 
renewal period with the total term not exceeding fifteen years. 
LONG TERM DEBT 1975 1974 


938% Debenture due December 31, 1988 repayable in annual 
instalments of $500,000 February 1, 1976 to February 1, 1979 


and $600,000 thereafter ......... LRT Bey Re ae, eam ee, bor $7,000,000 $ -- 
6% % Debenture due June 30, 1981 repayable in annual 
instalmentsrot S245) OOO wee rctce es eect ce ae eee cee _— 1,985,000 
7% % -9V4% Mortgages Payable due 1984 to 1986 . renee Pe MeMet abe, DAWA, 186,387 
7,179,283 2,171,387 
Less current instalments included in current liabilities .... BAe eae ea 8,000 252,000 


$7,171,283 $1,919,387 


Requirements for repayment of long-term debt amount to $8,000 for the fiscal year ending January 31, 
1976 and approximately $508,000 for each of the four subsequent years. 

The Debenture is secured by a fixed and floating charge on the Company’s properties. 

Under the agreement securing the 938% Debenture, there are various restrictions affecting the payment 
of dividends. At January 31, 1975 consolidated retained earnings not subject to such restrictions were 
approximately $750,000. 


CAPITAL STOCK AND SHARE OPTIONS 
During the year, 503 Preferred Shares (1974 - 843) were purchased on the market for cancellation. 
These shares are redeemable at $103. 


On July 9, 1971, July 25, 1972 and September 11, 1973, the Company granted options at $3%, $7% and 
$8 respectively, to certain officers (other than directors) and employees to purchase Class A Shares. 
The options are granted for six years and may be exercised as to 20% of the optioned shares on a 
cumulative basis, in each of the years commencing one year after the date of granting the option. 
During the year, options for 6,440 Class A Shares (including 3,400 to officers) at $3%, were exercised. 
As at January 31, 1975, options to purchase 49,500 Class A Shares at $3%, 12,720 Class A Shares at 
$7% and 14,700 Class A Shares at $8 were outstanding, of which 9,200 at $3%, 2,000 at $7% and 
1,000 at $8 were to officers. 

The exercise of the outstanding options would not result in a material dilution of earnings per share. 


INVESTMENT IN TORCRED DEVELOPMENTS LIMITED 


Torcred Developments Limited, a 50%-owned joint venture with a Canadian Chartered Bank, has 
erected a commercial office building in Regina. The shares of Torcred are carried on an equity basis 
which equals the cost of the Company’s investment to January 31, 1975. The Company is contingently 
liable for a $400,000 loan to Torcred and for 50% of any additional financing required to meet 
operating expenses. At the present time, it does not appear that such financing will be necessary. 


LOANS TO EMPLOYEES 


Employee share purchase loans of $185,868 arose in connection with the Executive Stock Purchase 
Plan (other than directors) and Select Employees Stock Acquisition Program of the Company. These 
amounts are non-interest bearing and are due in annual instalments to 1979. The Company and its 
subsidiaries have made mortgage loans to certain officers (other than directors). The balance outstand- 
ing at January 31, 1975 amounted to $198,555 of which $175,000 was advanced during the year. 


OTHER INFORMATION 


The Company’s eleven officers received $540,000 remuneration as officers. The Company has five 
directors, two of whom received $7,500 remuneration as directors. Three directors, who are also 
officers, received no remuneration as directors. 

Subsequent to the year-end, the Company entered into an agreement with a Canadian Chartered Bank 
by which the Bank will provide a ‘Private Label Charge Card Service” for the Company’s retail store 
customers and will purchase from the Company its retail store accounts receivable. 


COMMITMENTS 


A number of the Company’s store locations are leased for periods from five to twenty years. Most of 
these leases are for minimum rentals and many contain percentage-of-sales clauses. The minimum 
annual rentals payable under all such leases currently in force totals $2,229,000 and actual rentals in the 
year amounted to $3,145,000. 
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